I. Introduction-Rise of the African consumer market 1
Previous discussions on the African economy have centered around the production and export of raw materials such as minerals and agricultural goods. However, the increasing purchasing power of the booming African population has created momentum for the need to analyze the development and potential of Africa's consumer market. The growth of Africa's consumer market is second only to that of Asia and is expected to maintain growth levels of over 4% till 2025. 2 The growth of Africa's consumer market comes from three major fronts: economic growth, demographic expansion and urbanization. Coming into the 2000s, a sharp rise in commodity price contributed to Africa's rapid economic growth. While global GDP growth rates on average have remained below 3% since 2000, sub-Saharan Africa has grown at around 5%. Such economic growth was first led by Angola, Nigeria and other commodityexporting countries up to 2012, before commodity prices began to fall, and since then have been driven by countries less dependent on commodity exports, such as Ethiopia and Rwanda, who have shown annual growth rates of 8-9% since 2000. Such growth has strengthened Africa's middle income class and their spending power, as can be witnessed by the number of global retail stores and brands that have expanded into Africa. The African consumer market will continue to expand as Africa's economic drive is expected to continue with improving business environments and the increase and diversification of foreign investments. As a matter of fact, since 2000 FDI into sub-Saharan Africa has increased eight fold at the most in 2012, with a large bulk headed towards western and eastern Africa. In addition to economic growth, the African population is also expanding at high speed. Asia currently has the largest population among all continents at 4.4 billion, which is 3 UNCTAD Data Center. March 26, 2018 Vol. 8 No. 13 ISSN -2233 almost four times the size of the African population. 4 However, by 2100 the gap with Asia will narrow considerably, with Africa's population growing to 4.4 billion while Asia reaches 4.9 billion. Also, Africa is the only region where the working population (ages 15-59) will continue to expand which is expected to contribute between 0.2%-2.3% to Africa's annual GDP growth.
5 If adequate jobs are created and filled with sufficient skilled labor, the combination of economic growth and population increase will strengthen Africa's spending power.
Much of Africa's population boom is happening in urban areas. Although Africa's urban population is the lowest amongst other regions, it is expected to grow by approximately 2.7 times to reach 1.3 billion in 2050. 6 With the growing size of the urban middle class, spending power and household expenditure have also increased. For example, per capita expenditure for consumer goods in Nairobi (Kenya) is three times larger than the national average. 7 The disposable income of the urban population is expected to grow by 5.6% annually, leading to developments in the electronics market, medical and financial services, and the leisure industry, creating new spending patterns and trends. 4 One interesting phenomenon in the African consumer market is the extent to which Chinese goods are traded in Africa. The penetration of Chinese goods into Africa has grown exponentially, from a market share of 2% in 1995 to 15% in 2015, becoming Africa's largest trading partner.
9 Two factors that have contributed to this procession are the low price of Chinese goods, and efforts of the Chinese government to improve economic, political, military and cultural relations with Africa. In addition to being the largest investor in Africa, China has provided 37 times the amount in loans than the US during 2000-2015. As a consequence, cheap Chinese goods ranging from textiles to agricultural machinery and electronics have penetrated not only urban areas but also rural neighborhoods.
As can be inferred by the scale of Chinese goods imports, Africa is heavily dependent on the import of manufactured goods. Although Africa is a major producer of agricultural products, the lack of skills and infrastructure to process raw materials has hindered production of processed goods to the extent that Africa imports around a third of the total consumed processed food and drinks and two thirds of technology-intensive products such as cars and chemical products.
10 Manufacturing contributes only 7% to the total GDP on average, leading to concerns that Africa is actually deindustrializing.
11
Meanwhile, Africa's potential consumer class is estimated to increase by 40% over the next 10 years.
12 This means that by 2025, around 100 million people will have enough income to be able to purchase a car, while 700 million will be potential consumers of cellphones. Much of this development will be led by eastern and western Africa.
III. Utilization of industrial zones as a means to maximize engagement with the African consumer market
However, Korea's engagement with the African consumer market has been quite limited. Exports to Africa make up barely 2% of Korea's total exports while that of imports remains around 1%. This is due to the low degree of cost-competitiveness arising from the geographical distance and competition from cheap Chinese goods in addition to the historical proximity of European markets. Therefore, having direct access to the market without logistical handicaps would be an effective means to access the African market.
Such circumstances call for the need to consider production on-site, particularly through local industrial zones. Industrial zones are clusters of planning and production sites that create an agglomeration of economics. Industrial zones have led economic development in many countries, including Korea. African governments are also keenly encouraging the creation of industrial zones as a means to develop their stagnant manufacturing sectors.
Various tax incentives and waivers of visa regulations are being provided to encourage foreign investment and participation in industrial zones. Currently 30 countries have constructed or are constructing industrial zones in Africa.
13
In addition to government incentives, utilizing local industrial zones would be ideal in that firms will be able to closely monitor market trends and produce tailored goods that satisfy the needs of the local consumers. Such an approach is especially important for Africa because the general definition of a middle income class is different from the purchasing power of global middle incomers.
Moreover, production from within would mean bypassing high tariffs and customs applied to imported goods by the regional economic blocs in Africa. 14 For example, around Although the African consumer market is on the rise, its size is yet restricted. Therefore, analyzing ways to engage with offshore markets to export Africa-produced goods will also be necessary. Africa currently has preferential trade agreements with the US and the EU that offer a gateway for better access to the US and European markets. The Africa Growth and Opportunity Act (AGOA) provides quota and duty-free access to the US for a wide selection of items produced in eligible African countries, in addition to items eligible under the GSP. The Everything But Arms (EBA) policy by the EU also allows for quota and duty-free access of all goods produced in the least developed countries, with the exception of arms, to the EU as part of the GSP.
IV. Strategic regions and products as entry points
Considering the diverse structures and development stages of the different countries in Africa, entry points have been prioritized. Core products for local production have also been identified considering Korea's manufacturing competitiveness and local demand.
Countries
partite FTA was also signed in 2015 between COMESA, EAC and SADC, linking 26 countries.
Based on a qualitative analysis of numerous interviews with experts and a quantitative analysis of a country's 1) growth potential, 2) investment environment, 3) intra-regional integration levels, 4) economic cooperation prospects with Korea and 5) access to advanced country markets, a list of priority countries was constructed as illustrated in table 1. 
Interestingly, countries primarily from East
Africa top the list. This is not only because of East Africa's relative political stability but also because Africa's center of economic gravity is shifting from the west to the east as business environments are improved. Moreover, intra-regional trade is stronger between EAC countries than in other regional economic groups. According to the Africa Regional Integration Index Report 2016, EAC shows the strongest regional integration, especially in terms of trade integration and productive integration.
economic growth rate, population of 100 million, on-going development of logistics infrastructures, and construction of the Renaissance Dam to shore up power supply. Wage for unskilled labor is a third of Vietnam's while Tanzania, who ranks third on the list, is similar to that of Vietnam.
16 Korea has already agreed to build a textile industrial complex in Adama, which is 74 km from Addis Ababa. Other countries such as South Africa and Nigeria are also ranked high due to their relatively well-developed manufacturing base and size of economy. Nigeria also has the largest population in Africa at 190 million.
Products
Potential strategic products for production from industrial zones in Africa were evaluated using the Product Space analysis tool for the 14 major countries ranked above in consideration of Korea's relative export competitiveness. Botswana was excluded due to insufficient trade data. In line with Africa's major industries, many items that ranked at the top as short-term strategic products were items related to agriculture or minerals that require low levels of processing technology. However, core industries and items showed some difference by country. For example, reflecting the relative diversity of industries in South Africa, items related to minerals and precious metals, as well as a few chemical products, were mostly listed as shortterm strategic products for South Africa. Light vessels, and other machineries were listed as potential strategic products for Nigeria. East African countries such as Ethiopia and Kenya showed strong potential in the production of items related to the textiles industry. Others such as Ghana, Senegal, Uganda and Rwanda showed strength in agricultural products and minerals. However, Korea does not have high levels of export competitiveness in the short term as it does not directly export most of the goods identified in the short-term strategic items list.
Items varied less in the long term because most countries in Africa have low levels of economic complexity and thus the variation for opportunity gains between countries was low. Top ranking items included machinery, chemicals and nonmetallic minerals for most countries. Major minerals and oil exporting countries like South Africa, Nigeria and Angola showed particular tendency for such items but in general, countries showed similar levels of gravity. Overall, the export competitiveness for Korea was higher for long-term strategic products Therefore, such items should be prioritized when planning long-term economic cooperation policies with the selected countries.
V. Conclusion
Despite the many advantages of the industrial zones in Africa and the willingness of African governments to foster growth, they still lack relevant infrastructure, policies and skills while considerable improvements in the business environment and elimination of corruption will be vital. Around 44 hours per month on average are lost due to blackouts while it takes twice the time for a product to be exported from the industrial zones in Africa in comparison to competing countries. If industrial zones are fully and appropriately utilized Korea can strengthen its economic cooperation with African countries and provide for the prospective consumer market of more than a billion people.
